About Topic Gateways
Topic Gateways are intended as a refresher or introduction to topics of interest to CIMA members. They include a basic definition, a brief overview and a fuller explanation of practical application. Finally they signpost some further resources for detailed understanding and research.
Topic Gateways are available electronically to CIMA members only in the CPD Centre on the CIMA website, along with a number of electronic resources.
About the Technical Information Service
CIMA supports its members and students with its Technical Information Service (TIS) for their work and CPD needs.
Our information and accounting specialists work closely together to identify or create authoritative resources to help members resolve their work related information needs. Additionally, our accounting specialists can help CIMA members and students with the interpretation of guidance on financial reporting, financial management and performance management, as defined in the CIMA Official Terminology 2005 edition.
CIMA members and students should sign into My CIMA to access these services and resources. ' The process through which leaders influence the attitudes, behaviours and values of others. ' Hagen et al, 1998 'Lead' is an Anglo-Saxon word meaning path. The leader is therefore 'the one who provides the path.' Leadership may be defined as the process of providing the path that others follow.
Context
CIMA students are unlikely to study leadership for their professional examinations, but they may well take on leadership responsibilities at all stages of their working life. Research has shown that all noted business leaders were given the opportunity to develop leadership skills very early on in their careers.
Related concepts
Authority; charisma; control; management; moral authority.
Overview
Business leadership occurs at all levels of an organisation, namely at team, operational and strategic levels.
There are some universally recognised leadership qualities:
• vision
• enthusiasm
• integrity
• toughness
• confidence.
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There are three main theories about leadership:
1. The personal characteristics approach -some people are born to be leaders, while others are not.
2. The leader-follower situation approach -the leader achieves a purpose while building an effective team and developing each individual.
3. The contextual (or contingency) approach -considers leadership style, not behaviour.
There are also different styles of leadership. These may be governed by an individual leader's personality but also by the organisation in which he or she operates.
• Transactional leadership -optimises performance through incremental changes to existing organisational policy and structure.
• Transformational leadership -aims to change the organisation's core beliefs and methods of working in order to improve it for the better.
Leaders are not the same as managers, although managerial roles increasingly contain leadership elements.
Application
There is no one model of what business leadership should be. Leadership roles and styles vary, depending on organisational structure, methods of operation and individual personalities.
The leadership role is not confined to the executive 'head' of an organisation. Business leadership occurs on different levels:
Strategic leader
Leads the whole organisation, with overall accountability for the leadership levels below him or her.
Operational leader
Leads a unit within the organisation comprising a number of teams. The individual team leaders report to the operational leader.
Team leader
Leads a team of 15-20 people.
Project leader
Leads for a limited time for a specific purpose.
It can be argued that any employee within an organisation is a leader if he or she shows leadership qualities in his or her work.
Leaders versus managers
Leaders -produce vision, inspire motivation and tackle change. The role is generally seen as creative and exciting.
Managers -deal with structure, organise staff and other resources. The role is seen by some as functional and mundane.
There are differences between the two roles. However, making too great a distinction between leaders and managers is almost like expecting the latter to be mediocre. Management is also about leading a team and having a vision. Most management roles involve leadership, especially in organisations with flattened hierarchies.
At any level, there are always three elements involved in leadership.
1. The leader -personality and character.
2. The situation -partly constant, partly variable.
3. The group -followers, individual and organisational needs and values.
Leadership theories and models
There are three main leadership theories.
The personal characteristics approach
This theory states that some individuals are born to lead because they have a set of innate skills and abilities. There are individual qualities or traits which make somebody a natural leader. This seems valid up to a point because leadership is often described as an art and not a science, but studies have not shown any consistent patterns of leadership traits. No one pattern of behaviour that characterises good leadership has been identified.
The leader-follower situation approach
This is an action focused approach which looks at three core leadership functions:
1. Achieving the desired result (the task).
2. Building an effective team.
Developing each individual.
Each activity depends on the others, but the key objective is to achieve the task. It is true that achieving a purpose is a key part of leadership. However, this situational approach does not explain why effective leaders behave in a certain way. It ignores how leadership behaviour affects the behaviour of others.
Additionally, this theory presupposes that leaders need to excel in technical matters; for example, knowledge of how everything works in a factory. In practice, a leader needs more than 'hard' technical skills to take people with him or her.
The contextual (or contingency) approach
This approach recognises that a leader's effectiveness is dependent on the nature of the organisation in which he or she operates, as well as the personality of the individual leader. The contextual approach considers leadership style, not behaviour.
In turn, the contextual approach states that leadership style depends on personality traits, behaviour and individual situations. It understands that one leadership style does not suit every situation and that leaders will alter their behaviour to meet changing demands.
John MacGregor Burns (1978) identified two key organisational states, convergent and divergent, along with two leadership styles, transactional and transformational.
Transactional leader
In a convergent state, the organisation is operating under stable conditions. This gives rise to a transactional style of leadership which aims to optimise performance through incremental changes to existing organisational policy and structure.
• Contingent reward -good performance rewarded, achievement recognised.
• Active management by exception -searches for deviations from rules or standards, corrects behaviour.
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• Passive management by exception -corrects only where standards are unmet.
• Laissez-faire -decision making avoided.
Example
An example of a transactional business leader is Sir Alan Sugar, who tends to make gradual changes to his business over time, rather than attempting radical change. He will not attempt to intervene unless the situation demands it.
Transformational leader
In contrast, a divergent state occurs where environmental changes pose a challenge to the organisation's established goals and methods of working. Here, transformational leaders are needed to change the company's core beliefs and methods of working. Transformational leaders must unite their followers behind a new vision of their company's future (Burns, 2000).
• Charismatic -provides vision, has mission, is respected and trusted.
• Inspires -communicates high expectations, explains purpose but in simple ways.
• Intellectual stimulation -values intelligence, rational thinking, problem solving.
• Individual attention -personal attention, coaches and advises employees. 
Example

Effect of personality on leadership
The personality of an individual will also influence his or her style of leadership, whether the leadership is transactional, transformational or any other style. For example, some leaders will insist on implementing their strategy themselves while others will be content to let other people carry out the actual implementation process. Some leaders will be more inclined to consult with people and to seek input, while others will be far more autocratic.
Inspiration
Business leaders can inspire others by:
• imagination -the ability to bring about the new
• thinking beyond themselves and considering others
• giving a sense of meaning and purpose to others in the organisation
• developing the vision and building a consensus
• gaining commitment and engaging others.
Leadership qualities
Below are some of the qualities that are commonly seen in leaders.
Vision
Vision is discussed here from a strategic leadership perspective, although it is also relevant to leadership at other levels. This includes leading a team or department within an organisation.
Vision is arguably the defining characteristic of leadership. A leader most often has an unwavering -but not inflexible -belief about the where the organisation is going and what must be done to get there. Leadership generally means having the ability to see the 'big picture' before anybody else.
Leadership involves setting a direction. To do this, a leader needs to gather a wide range of information, formally and informally. He or she observes patterns, relationships and connections that explain the organisation's current state.
From here, the leader can set a direction and produce a vision which sets out what the organisation should become over the longer term. An accompanying strategy gives practical ways of achieving the goal.
Business visions do not have to be highly innovative. Many successful ones are not. They may contain ideas or combinations of ideas that are already known. Three factors are crucial for an effective vision:
1. The vision must serve the interests of all stakeholders, including customers, shareholders and employees.
2. The vision must be conveyed throughout the company, so that everybody feels involved.
3. The vision can be easily translated into a feasible strategy.
Example
When Jan Carlzon produced a vision to make Scandinavian Airline Systems (SAS) the best airline in the world, he said nothing original. However, he noticed that business travellers fly more consistently than other groups, and are also willing to pay higher fares. He therefore focused SAS on business travel, with a view to high margins, steady business and consistent growth. No other airline had ever followed this strategy before. SAS did, and it worked. Jan Carlzon had shown leadership by putting his visionary thinking about SAS into practice. As a result, SAS became one of the world's most successful airlines.
Values
A focus on values can improve relationships within an organisation and increase its effectiveness. The addition of values will be most effective when there is synergy between the leader's and the organisation's values.
Examples of good business values include the will to make a difference, or to challenge and innovate.
Trust and communication
Some leadership styles involve actively listening to others' points of view. This act of listening allows leaders to build trust with their followers.
However, it is by no means impossible to lead without building trust. Many people are accidental leaders who gained followers because they actually took a direction while others prevaricated. For example, Rupert Murdoch was definitely a leader but not a listener.
Enthusiasm and motivation
Leaders bring enthusiasm to their work. Exceptional leaders make others want to work harder and more effectively because they are enthusiastic and have a sense of purpose. An example of a creative and enthusiastic leader was Walt Disney.
Effective leadership should make individual employees realise how individual effort adds value. It should inspire all staff to strive for the very best of which they are capable of achieving.
Confidence
This seems to be common to all leadership styles. Followers appear to need a leader to have self-confidence and confidence in their vision of the future.
Toughness
A leader usually commands respect, although he or she is not necessarily always popular.
Intuition
Good leadership involves the use of intuition to select the right time and course of action. A leader's ability to collect and interpret 'soft' information allows him or her to know when and how to act.
Barriers to successful leadership
Barriers to good leadership include:
Personal barriers. Some people think and feel in such a way which prevents them from becoming good leaders. Low self-esteem is often the root cause. Such individuals are usually either the office tyrants or sycophants. They gain little respect because they are inconsistent and do not hold themselves or their team accountable. This creates a climate of distrust and dislike.
Organisational barriers. The 'company way of doing things' can have a negative impact on leadership. Organisations with rigid hierarchies are unlikely to produce successful leaders if employees feel powerless and have no opportunities to develop.
Leadership training
Anthony Jay argued that the only training for leadership is leadership.
Organisations should aim to create the kind of environment which encourages leadership at all levels and as early as possible. Employees should be encouraged to show creativity and to make mistakes as part of their learning process.
In this way, a leadership friendly culture is allowed to develop at all levels of the organisation. The relevant training can help to develop effective leadership in people, although it is no substitute for real experience.
Case studies
There are any number of examples of different leaders and leadership styles. The following are just two of them:
Crown Point Cabinetry
In 1993, Brian Stowell, Chief Executive of family owned cabinet manufacturer Crown Point, produced a vision for his 85 employees. It focused on high quality products with less rework and wasted material. Production line management was abolished and replaced with a team based management approach. This was a high risk strategy, but it paid off with increased sales and profits.
Nucor Steel Corporation
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